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The 1990s were marked by partial deregulation of interest rates, greater competition in the banking sector, and a new nationwide microfinance initiative linking banks, NGOs and informal local groups (self-help groups or SHGs). 1 Better known as 'SHG Bank Linkage', it is expected to become a dominant form of financial access for the rural poor. However, informal/local moneylenders continue to have a strong presence in rural India, delivering finance to the poor, as a vast majority of them still lack access to formal sources of finance (Basu and Srivastava, 2005 , Dasgupta, 2005 , and Ghate, 2007 . A major challenge therefore is to widen access to finance of the rural poor-especially women as a highly disadvantaged and deprived group-to meet their diverse needs (for example, savings, credit, insurance against unexpected events) through flexible products at competitive prices. 2 The present study assesses the benefits of microfinance through self-help groups, based on a specially designed survey in selected villages in Pune district. While the benefits in terms of higher income, consumption, and savings matter for the poor, the focus here is broader. Following Narayan (2005), empowerment is defined as 'increasing poor people's freedom of choice and action to shape their own lives' (p.4). The focus therefore is on the opportunity structure and agency of the poor. In the present context, some key questions are: (i) whether access to microfinance -particularly microcredit -has given women greater autonomy in household decisions relating to allocation of resources, savings and investment; (ii) whether it has helped broaden their role in the public sphereparticipation in village Panchayats, campaigns for village hygiene and sanitation, strengthened bonding among members of diverse social and economic backgrounds; (iii) whether density of social networks has been an important factor in the success of SHGs; and, finally, (iv) how sustainable is this form of access to finance. * This study was conducted under the overall guidance and support of T. Elhaut and G. Thapa.
The field-work in Pune was conducted by P. Sadolikar and his team of investigators under the authors' supervision. An earlier version was discussed at a conference organised by Australia South Asia Research Centre, Australian National University, Canberra, in August, 2007. The present version has benefited from the comments of several participants. Data processing and analysis were done by R. Bhatia. We are grateful to Sundeep Vaid and Monica Bugghi for valuable research support. The authors are, however, responsible for the views expressed here. 1 Microfinance includes a bundle of financial services of small value such as savings, credit, and insurance, designed to serve the needs of the poor. Microcredit differs from other forms of credit where not only the credit amount is small and the clientele poor but also credit is provided with 'collateral substitute' and non-financial services for increasing the productivity of credit (Dasgupta, 2005) . 2 Two illuminating surveys are de Aghion and Morduch (2004), and Weiss (2005). The analysis is based on a small but detailed survey of members of SHGs in six villages in Pune district, a control group, and representatives of implementing agencies (banks, NGOs, official agencies, Panchayats). Two features of the present analysis distinguish it from others. One is that it uses a combination of methods and data (that is, quantitative and qualitative); and the second is the elaboration of the forms and processes of empowerment. 3 Through several different exercises and a wide range of indicators, important findings from household responses are validated.
Overview 4
India has a deep financial system, with the share of financial assets in GDP being 93 per cent. This is much higher than corresponding shares in other Asian countries such as China (42.5 per cent) and Korea (64.7 per cent) . This is largely a result of India's vast network of financial institutions. Following the bank nationalisation in 1969, there was a rapid expansion of banking in rural India (at an annual average of 15.2 per cent), about double the rate of growth of branches in semi-urban (6.4 per cent), urban (7.8 per cent) and metropolitan areas (7.5 per cent) during 1973 -1985 (Basu and Srivastava, 2005 .
The share of banks in total rural household debt was barely 2.4 per cent until 1971. Following the bank nationalisation, this share rose to 29 per cent in 1981 and that of all formal or institutional sources (including cooperatives) reached 61.2 per cent in 1991. Disbursement per hectare increased from Rs 72.3 in 1980 -81 to Rs 275.13 in 1999 -2000 (at constant prices), a substantial increase over 19 years (Dasgupta, 2005) .
As no comprehensive survey of rural access has been conducted since 1991, a World Bank-NCAER Rural Financial Access Survey (RFAS-2003) in two states, Uttar Pradesh and Andhra Pradesh, facilitates some comparisons over 1991-2003. 5 About 41 per cent of the rural households have a deposit account and 21 per cent have access to credit from a formal source. Banks are the largest source of finance for rural households among those with access to formal sources (accounting for 51 per cent of credit from these sources). But it is largely richer households who have benefited from expansion of rural banking, as 66 per cent of large farmers have deposit accounts, and 44 per cent have access to credit. By contrast, 70 per cent of marginal/landless farmers do not have a bank account and 87 per cent do not have access to credit from a formal source (Basu and Srivastava, 2005) . 6 Access to formal sources -especially of the poor -is limited as they often need to borrow for unexpected contingencies from relatives/friends, and local moneylenders. In RFAS-20030, over 90 per cent of households financed unusual expenses from cash at home, and the second largest source was informal loans from relatives/friends and local moneylenders. New sources such as Kisan Credit cards cover a tiny fraction. Access to other financial services, such as insurance, is also limited, as 82 per cent of the rural households surveyed did not have any insurance, and none of the poorest.
